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MALAYSIA 


Introduction 


The concept of a political entity of Malaysia, proposed in May 1961 by the 


Malayan prime minister, Tunku Abdul Rahman, 1s based on the earlier "Grand Design" 


advanced by Malcolm MacDonald in 1950 as a long-range objective for British pol- 
icy. Both concepts envision a federation that would include the 11 states of the 
Federation of Malaya, the State of Singapore, the crown colonies of North Borneo 
and Sarawak, and the sultanate of Brunei, a British protectorate.* The Feder- 
ation of Malaysia would have a land area of about 130,000 square miles and a 
population of almost 10 million. 


Once publicized, the current Malaysia concept rapidly reached the point of 
negotiation between the governments concerned and the British. To Malaya the 
plan offers an acceptable method of consummating what it deems to be a neces- 
sary merger with Singapore. In the new Federation the overwhelmingly Chinese 
population of Singapore would be counterbalanced by the predominantly non- 
Chinese populations of Malaya and British Borneo, thus precluding Chinese do- 
mination. Lee Kuan Yew, prime minister of Singapore, also favors the proposed 
federation but stipulates that Singapore should retain the right to maintain 
its own policies in the fields of labor and education. Should Singapore ac- 
quire complete independence, instead of becoming a part of the new Federation, 
Lee fears that it would become a left-wing Chinese political entity surrounded 
by Malays -- “the Israel of Southeast Asia." Britain favors the proposed Fed- 
eration, with some reservations, and will relinquish sovereignty aver Singapore 
and British Borneo to Malaysia upon actual federation. Although none of the 
component states of Malaysia is a member of SEATO, the United Kingdom, which is 
a SEATO signatory, will retain the right to use the Singapore military base. 
Before the federation is consummated, however, and apparently chiefly as a pro 
forma act in keeping with the British policy of self-determination, a five-man 
Commission of Inquiry is first to ascertain the views of the people of Sarawak 
and North Borneo towards the new Federation and to confer with the Sultan of 
Brunei. Many in British Borneo have reservations about joining the Federation 
although guarantees of a privileged position have been offered by the Malaysia 
Solidarity Consultative Committee, a representative body that is attempting to 
work out details of federation. From the Communist element, which views the 
Malaysia concept with alarm, dissension and possibly violence can be expected. 


Difficulties emanating from the underdeveloped economies as well as from 
the ethnic complexity of the components may affect the viability af the new 
Federation. Heavy dependence upon income from products of primary industry, 
particularly tin and rubber, will expose the economy of Malaysia to consider- 
able instability resulting from international price fluctuations. Furthermore, 
none of the component states is self-sufficient in its main food staple, rice, 
and all must depend upon imports of up to 50 percent of their needs, as in the 
case of Sarawak. 


Dynamics of Location 


Of paramount consideration is the location of Malaysia, no part of which is 
more than about 7 degrees from the Equator (see Map 35842A). Most of the area 
has a tropical climate, with heavy rainfall and uniformly high temperatures. 
These characteristics have had a marked influence upon the development of the 
local economies, notably in the fields of agriculture, lumbering, and trans- 
portation. 


The specific locations of the component states have further significance. 
Singapore owes its importance chiefly to its position at the entrance to an 
interocean bottleneck, the Strait of Malacca, which has been likened to the man- 
made Suez and Panama Canals. Singapore thus controls the main east-west con- 
nection between the Indian and Pacific Oceans (via the South China Sea), and 
along the north-south axis, it occupies a strategic position between mainland 
Asia and Australasia. As a consequence, international shipping transiting the 
area generally stops twice at Singapore -- once on the outgoing trip and once 
on the return trip -- thus doubling much of the port's trade. Should the much- 
discussed Kra Isthmus canal across peninsular Thailand from Victoria Point to 
Chumphon, {see Map 35842A) be constructed, however, the strategic importance of 
Singapore's position might well decline, since the proposed canal would shorten 
the distance and sailing time between ports of Hast Asia and the Indian Ocean. 


¥ In this memorandum, the term "Malaysia" applies to the proposed Federation 
of Malaysia, "Malaya" to the present Federation of Malaya, and "Singapore" to 
the State of Singapore. “British Borneo" refers to the combination of North 
Borneo, Brunei, and Sarawak. 
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The position of British Borneo on the island of Borneo is noteworthy in the 
context of potential ambitions of a nationalistic Indonesia, which eurrently 
governs three-quarters of the island. The 900-mile international border on 
Borneo extends through a sparsely populated, generally densely forested, moun- 
tainous region; only a very small segment of the boundary in the area southwest 
of Kuching has been demarcated. When the primitive people of interior Borneo 
move across this border, they almost certainly do so in total ignorance of the 
existence of a boundary. The location of the Indonesian-owned Natuna Islands 
midway between British Borneo and Malaya may create further difficulties should 
Indonesian expansionist aspirations toward British Borneo materialize. Some 
reports also indicate that the Philippines may press an old claim to North Borneo 
that is based on a grant given to the Sultan of Sulu in 1704. Groups in North 
Borneo opposed to federation would probably seize upon any of these situations 
to further their attempt to block the formation of Malaysia. 


The proximity of Malaya to Sumatra, in conjunction with the ethnic and reli- 
gious affinities of their peoples -- most of whom are Malay stock and adherents 
of the Islamic religion -- suggests possible future relations between Malaysia 
and Sumatra. Malaysia would probably offer attractions for the Sumatrans, who 
are traditionally more conservative than the Javanese, should the Indonesian 
Government move too far to the left politically. During the Japanese cecupation, 
Sumatra was governed from Singapore. 


Terrain 


The terrain of much of Malaysia is not conducive to human occupance and eco- 
nomic development. The interiors of Malaya and British Borneo are mostly moun- 
tainous and densely forested; and the extensive coastal swamps, especially in 
Sarawak, not only are unsuited to settlement but also impede access to the inte- 
rior. Largely as a consequence of the restricting influence of the forests, the 
swamps, and the infertile lateritic soils, an estimated 80 percent of Malaysia 
is uninhabited and devoid of any form of productive economy. Population con- 
centrations and economic activity are chiefly in the foothills, along some of 
the valleys, and on the coastal plains. Transportation routes are restricted 
and inadequate. Where they exist, the routes not only serve as unifying ele- 
ments among the settlements but also set the pattern for future development, as 
in the case of the Malayan ruboer plantations, which generally became estab- 
lished in areas that could be serviced by the existing tin-field rail lines. 


Economic Aspects 


The economies of the components of Malaysia are dominated by agriculture 
except for Singapore, which is dependent upon trade, and Brunei, which relies 
on petroleum production. Non-food commodities -- principally rubber, palm oil, 
and copra or coconut oil -- are the chief agricultural products of Malaya on 
the basis of both acreage and value. In British Borneo the same crops rank 
first in value but they are surpassed in acreage by food crops, chiefly rice. 
The major nonagricultural products are tin, petroleum, timber, iron ore, and 
bauxite (see Maps 3598428 and 35842C). 


An indication of the relative importance of these products in the economies 
of the producing components of Malaysia is given below: 


Million Malayan Dollars a/ 
Principal Exports 


1960) Malaya North Borneo Brunei Sarawak 
Rubber 1,829.0 40.2 45 122.4 
Tin 507.0 ° ie} Qo 
Petroleum fe) co) 2kO.1 2.0 
Timber 55.0 91.0 Negl. Negl. 
Iron ore 140.0 (0) (o) fe) 
Copra and coconut oil 24.0 40.2 Negl. Negl. 
Palm oil 60.0 Negi. Negl. Negl. 
Pepper Negl. Negi. Negl. 17.2 
Bauxite 6.5 ) 0) 4,0 


Sv es eager <mmed 
a. All monetary units in this memorandum are Malayan dollars, the common 
monetary unit established after World War II by the British for the Malaysia 
area; at official exchange rates one US dollar equals three Malayan dollars. 


Malaya obviously will be the main source of exports from the new Federation, and 
the chief exports, at least for the near future, will be rubber, tin, petroleum, 
timber, and iron ore. Currently, the economies of the Malaysian components are 
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not complementary, although much of the petroleum produced in Brunei and in the 
Miri field of Sarawak is processed and refined in the Lutong refinery of Sarawak 
(see Map 358420C). Malaya and Singapore, however, are pushing industrial devel- 
opment, and new industries may use some of the primary production as raw materi- 
als. Federation probably will benefit Singapore (which in recent years has been 
plagued by decreasing trade) because the components can be expected to channel 
more of their trade through the port. 


In addition to being a focus of interocean shipping, Singapore is a main 
port of exit and entry for much of Malaya and a center for the coastal trade 
of Indonesia and British Borneo. Raw produce from these areas is sent to 
Singapore and, after processing, grading, and packing, is exported to world 
markets. 


In 1959, the total trade of Singapore amounted to $5,826.2 million, of which 
$3,105.6 million were imports and $2, 720.7 million exports, leaving an unfavor- 
able trade balance of $364.8 million. The main imports were rubber, petroleum 
products, rice and other foodstuffs, and textiles; the chief exports were rubber, 
petroleum products, ship and aircraft stores, and rice and other foodstuffs. By 
value the chief sources of imports were Indonesia, the United Kingdom, Japan, and 
Sarawak; and the chief recipients of exports were the United States, the United 
Kingdom, “Other Countries in Europe," Japan, and Indonesia. In 1959, Indonesia 
provided 37 percent of the imports by value but received only 4.8 percent of the 
exports as compared with 14.2 percent in 1958 -- a decrease caused largely by a 
virtual embargo on textile imports by Indonesia. In view of the economic diffi- 
culties of Singapore, it is worth noting that British military bases there employ 
directly 35,000 Singapore citizens and indirectly, many thousands more. 


Demography 


Malaya: The estimated population of Malaya in 1960 was 6.82 million or about 
7O percent of the total for the entire Malaysian area. The following tabulation 
gives the 1957 census figures for the ethnic composition of the population by 
number and by percent of the total and, for purposes of comparison, the corre- 
sponding percentages for 197. 


1997 19h7 
Population Groups Number Percent Percent 
Malays 3,126, 706 49.8 hOL5 
Chinese 2, 332,936 37.2 38.4 
Indians 695,985 11.3 10.8 
Europeans and Others 123,136 ae a3 
Total 6,278, 763 100.0 100.0 


Significantly, the 1957 census shows that, of the 2.67 million persons in urban 
centers, 64 percent or 1.7 million were Chinese. (The percentage of Chinese to 
the total population by second-order administrative division for the Malaysian 
area is shown on Map 35842D. ) 


Because of restrictions on immigration of other races since 1931 and a higher 
birthrate among the Malays, the percentage of Malays to the total population in- 
creased slightly between 1947 and 1957, whereas the percentage of Chinese decreas- 
ed slightly. Projections indicate that the proportion of Malays can be expected 
to increase to 51.6 percent by 1972 and that of Chinese to decrease correspond- 
ingly. The segment of population involved will still be under voting and employ- 
ment age in 1972. At present about 60 percent of the population is under 21 years 
of age. 


The Malay population has its chief concentrations in the rice areas of the 
northeast and northwest and along the Johore coast, whereas the Chinese and 
Indians are most densely settled in a belt about 40 miles wide along the west 
coast. The concentration in this belt, which coincides largely with the areas 
of tin and rubber production, reflects the importation of Chinese and Indian 
laborers by the thousands during the 1800's. 


Singapore: The official estimate of the population of Singapore as of June 
1960 was 1,634,100 or about 17 percent of the total population of the Malaysian 
area as of 1960. Its ethnic composition by number and percent follows: 
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1960 1947 

Population Groups Number Percent Percent 
Chinese 1,230, 700 75.3 77.8 
Malays 227, 300 13.9 12.1 
Indians and Pakistanis 137,800 8.4 7.3 
Eurasians 12,200 0.8 1.0 
Europeans 12,700 0.8 1.0 
Others 13,400 0.8 0.8 
Total 1,634,100 100.0 100.0 


The total population increase from 1947 to 1960 was 74.1 percent. Although 
the Chinese population increased 68.6 percent and the Malay 99.7 percent during 
this period, the percentage of Chinese to the total population declined only 
slightly -- to 75.3 percent. The birth rates of all segments of the population 
are high and, as a result, about half of the population of Singapore is under 
19 years of age. The overall density amounts to almost 8,000 persons per square 
mile on the 210-square-mile island. Actually, however, 75 percent of the popu- 
lation is concentrated within the limits of the city, which occupies some 32 
square miles on the south side of the island. 


British Borneo (Sarawak, Brunei, and North Borneo): An outstanding charac- 
teristic of the population of British Borneo is its great diversity. In the 
complicated ethnic picture are many tribal groups that differ from each other in 
language, customs, and economic pursuits. In Sarawak, for example, the census 
category, "Malays and Other Indigenous," includes Malays, Sea Dayaks, Land Dayaks, 
Melanau, Kayans, Kenyahs, Bisayaks, Kedayans, Kelabits, Muruts, and other smaller 
groups. Even within groups such as the Sea Dayaks, the language of a tribe in 
one area may be unintelligible to a tribe in another area. For most of the indig- 
enous people, group consciousness does not go beyond the confines of the village. 


The ethnic composition of the population of British Borneo by number and per- 
eent is presented in the following tabulation: 


1960 1947 
Population Groups Number Percent Percent 
Malays and Other Indigenous 876,079 68.3 72.7 
Chinese 355,681 27-7 4.7 
Europeans and Others 50,828 4.0 2.6 
Total 1,282,588 100.0 100.0 


The increase in the percent of Chinese is particularly significant in view of the 
great diversity among the other groups. Unlike Singapore, North Borneo has a 
perennial shortage of labor which is met through the immigration of migrant work- 
ers. Some 10,000 Indonesian migrant laborers may be found in the Tawau-Sandakan 
area at any given time. 


Tasks and Challenges 


Major sources of possible friction in the Federation of Malaysia will be its 
ethnic complexity and the inherent fears and antipathies among its peoples. Ma- 
laya, which has dreaded being swamped by the predominantly Chinese population of 
Singapore, sees a possible solution to this problem in the combined population of 
the new Federation. A comparison of the number of Chinese in each component and 
in the total population of Malaysia is shown below for 1960 and 1947: 


1960 Estimates 1947 
Percent of Pereent of 

Chinese Total Total Chinese Total Total 
Malaya 2,520,000 6,815,000 36.9 1,885,000 4,908,000 38.4 
Singapore 1,230,000 1,634,100 eres 929,473 938,144 77.8 
North Borneo 104,855 454, 328 23.0 74, 374 334,142 22,2 
Brunei 21, 759 83,869 25.0 8, 300 40,657 20.4 
Sarawak 229 ,067 74h , 391 30.7 145,158 546, 385 26.5 

Malaysia 4,106,381 9,731,688 ye.1 2,843,305 6,767,347 42.1 
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As evidenced by these statistics, the percentage decrease of Chinese in Ma- 
laya and Singapore has been offset by the increase of Chinese in British Borneo, 
and consequently Chinese will still represent about 42 percent of the total pop- 
ulation of Malaysia. Undoubtedly, they offer a challenge to the new Federation 
because of their greater cohesiveness, dominating position in business, and 
relatively high standards of education. In Sarawak, in 1960, less than 35 per- 
cent of the school-age population of Malay, Dayak, and other native groups was 
in school, in contrast to 80 percent of the Chinese children, most of whom 
attended the 231 primary schools that are under Chinese management and in which 
Chinese is the medium of instruction. 


In British Borneo a distrust of Malaya and racial pride are among the paro- 
chialisms that will have to be faced by the new Federation. Many in British 
Bornec fear that the area will be colonized by the more advanced peoples of 
Malaya, and indigenous peoples such as the Sea and Land Dayaks of Sarawak re- 
fuse, as a matter of racial pride, to use Malay in their schools although 
Malay and English are the official languages. Consequently, as its Education 
Department indicated in 1960, Sarawak lacks even the unifying force of a lingua 
franca. 


In contrast to such possible divisive forces is the potentially significant 
unifying influence of the Islamic religion, which is professed by an estimated 
one-third of the population of British Borneo and by an overwhelming majority 
of the Malays of Malaya. The terms "Malay" and "Muslim" have become almost 
interchangeable, and nominally any convert to Islam in the Malaysian area is 
known as a "Malay." 


Present economic dependence upon such products as rubber, tin, and petroleum 
holds hazards for Malaysia beyond those inherent in the erratic prices on the 
world market. The natural-rubber market is threatened by competition from the 
synthetic product. In an effort to insure competitive pricing of natural rubber, 
high-yielding trees that produce 3 or 4 times present yields have been planted. 
For tin and petroleum, the future is more uncertain. Although the Kinta Valley 
of Malaya, near Ipoh, is still the world's most productive tin field, deposits 
of hign quality Malayan ore are being depleted. Since no important new tin re- 
sources have been found, a reworking of already mined grounds may become neces- 
sary for continued production, thus increasing the cost of Malayan tin and making 
it less competitive on the international market. Similarly, production of crude 
petroleum from the Seria field in Brunei, the chief source of oil in British 
Borneo, is declining. Output as of mid-1961 was down to 83,000 barrels daily 
as compared to a peak of 120,000 barrels in mid-1957. Extensive exploration, 
offshore as well as on land, has failed to locate any important new deposits. 


All of the components cof Malaysia have adopted plans for improving their 
economies. In Malaya 3.5 million acres are currently in rubber; of these 2 
million are in estates and 1.5 million are in holdings of less than 100 acres, 
with the majority less than 10 acres. Although this is a relatively equitable 
distribution, Malaya is making a significant effort to broaden the land-ownership 
base. The economic plans of Malaya and British Borneo involve the opening up of 
new agricultural lands to provide holdings of economic size to more of their 
people. 


Possibly even more important from the point of view of the Malaysian econo- 
mies is the need for diversification, with emphasis on industrialization. Brunei, 
with its overwhelming dependence on oil, is particularly in need of diversi- 
fication. Industrialization is of major importance for Malaya, because of the 
increase in its urban population since 1951, and for Singapore, because of its 
limited land area, decreasing entrepdt trade, and growing unemployment. The Pio- 
neer Industry program of Malaya, with its tax-free benefits to approved new indus- 
tries, and the work of the Economic Development Board of Singapore provide further 
evidence of the efforts being made by the component parts of Malaysia to develop 
viable economies that will be essential to the survival of the new Federation. 
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